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United States General Accounting Office 
Washington, DC 20548 

Logistics and 
Communications 

RELEASED Division 
B-168700 

RESTRICTED - Not to be released outside the G.: ” “’ 
Accounting Office except on the basis of SWdib aPP;avG 
by me Office of Congressional Relations. - 

The Honorable William Proxmire FEBRUARY 16.1979 
United States Senate 

Dear Senator Proxmire: 

As requested in your letter of February 14, 1'978, we 
monitored the Department of the Navy's investigation of 
Anti-Deficiency Act violations by shore activities located 
at the National Space Technology Laboratories, Bay St. Louis, 
Mississippi. 

On June 7, 1978, we briefed your office on the results 
of our work. In summary, we reported the following: 

4cc 0 l4oq 
--The Naval Audit Service reported on November 28, 1977, 

(Report A407771 on the results of its appraisal of 
shore activities budgeting, appropriation, fund 
accounting , personnel and other support functions by 
the Director, Naval Oceanography and Meteorology. 

--In its report the Audit Service questioned the use 
of Operation and Maintenance, Navy, funds to 
construct a facility at a cost of about $275,000. 
The Audit Service believed that the project met 
the definition of construction as provided in the 
annual appropriation act, and should have been 
financed from Military Construction, Navy funds. 
The Service recommended that the Navy Comptroller 
review the use of the Operations and Maintenance, 

c 
Navy, funds to construct the facility and determine 
whether such use was proper. 

--In response to the Service's recommendation the Navy 
Comptroller reviewed the circumstances, determined 
that such use was improper, and recommended corrective 
action. 

--Subsequent to th e Navy Comptroller's response to the 
Audit Service recommendation, on December 9, 1977, 
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the Chief of Naval dperations directed the Naval 
Inspector General to investiaate the situation 
and determine the scope of the problem. 

--On December 30, 
~Gaaq,B 

1977, the Naval Inspector General 
reported that two construction projects had been 
improperly funded --the construction of a general 
office building for the Director, Naval 
Oceanography and Meteorology (previously ident:ified 
by the Audit Service), and a support buildina for 
the Naval Oceanographic Office. Each project cost 
about $275,000. 

--On February 10, 1978, the Chief of Naval Operations 
requested the Oceanoarapher of the Navy to direct 
the Naval Oceanographic office and the Director, &coo336 N aval Oceanouraphy and Meteoroloay, to prepare 
and submit violation reports. Violation reports 
were directed because the projects in question 
were constructed with funds not lesally available 
for the purpose in the amounts obliaated and 
expended: therefore, violations of the Anti- 
Deficiency Act have occurred. The reports were 
beinq reviewed by the Navv Comptroller prior to 
their submission to the Secretary of Defense. 

--Based on discussions with Navy officials and tests 
of the reimbursable order transactions between 
the lJavy and NASA, we believe that the Navy 
investigation of the alleged Anti-Deficiency Act 
violations was sufficiently thorouqh. 

At that briefing, your office asked us to provide you a 
copy of the Navy violation report when available. The 
Department of Defense report dated January 13, 1979, which 
includes Navy Violation No. 78-1, is enclosed. 

We will be pleased to discuss our report with you or 
your staff. 

Sincerely yours, 

Director 

Enclosure 
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TH& DEWTf MARY OF DEEME 
WUmffiGTOnD.C~l 

. JAN 1 3-1979 

Honorable Jamtr T. flclntyre, Jr- 
Ui rector, Off ice of Management 

and Budgat 
Washington, 0. C, 20503 

- Ocar Hr, Hclntyrcz 

in canp~ianct with thu provisions of Section 3679(i)(Z). Revised 
Statutas, there arct submitted hermi th five reports of vioIirtioos of 
the Anti-Deficiency- Act (Sxtiorr 3679, Revised: Statutes) ,. and of Depart- 
mant of Defense 0 i ractiva 720a, 1 N “Administrative Control of Appropria- 
tionz.” One violation occurred in the Army, two in. the Navy, one in 
the Air Force, and one in the OoU Washington- Headquarters Services- 

- : 
In reviewing the reports, on& case (Navy No. 76-l ) appeared to 

have been caused by wll 1 FirI. actions. The case war referred ta the 
Uni tad States Afmrny for Nevada, However, prosecution was decl inea. 
Irr-tha other fout us-,. no aviden- was found that the violations 'r(ett 
willful. They resul ted fra a~ misunderstand i ng of or a fa i I urt to camp] y 
with regulations. Appropriate corrective action has been taken. 0 is- 
cipl inary action was taken where warranted, -- 

In coordination with the staff of the Office of Management and Budget, 
we have revised 000 Directive 7200.1 which prescribes the systm of admin- 
istrative control of funds. The Directive was issued on November 15, 
1978, after fonal approval by the Office of hanagement and Budget. 

Copies of the letters sent to the President of the Senate and to 
the Speaker of the Housa of Representatives on these reports of viola- 
tions are also enclosed, as required by the provisions of the Office of 
Management and Budget Circular NO- A-34. 

Sincerely, 

Enclosures - 3 
1. Memo for the President 

with enclosures 
2. Ltr to the President of 

the Senate 
3. Ltr to the Speaker oi 

the H.R. 

1 



JAN 13 1979 

HEHORANDUPC FOR THE PRESl CENT 

SUBJECT: Reparts of V.ic%lations of the Anti-Oeficieflcy Act 

In canplianct with the prcvisians of Section 367gii) (2), Revised 
Statutes, there are submitted. hcrewi th five reports of via~pCions of 
the Anti-Deficiency AC=. (Seaion 3679, Revised Statutes). and of Depart- 
ment& Defense Directive 7200.1 r ‘.‘Administrative Control of Appropria- 
ti0nSL” One violation octurrcd in tht Any, twu. in- the Navy, one in 
the Air Force, and ont in the 000 Uashington Headquarters Services. 

In reviewing the reprts, onecast (Navy No. 76-i) appeared ta. 
have been mused by. wirTfut actions, The case was referred to the 
Un i tad States At;arnay for Nevada, however, prosecution was decl i ncd- 
Ln the other four cases,: ncr evidence was found. that the violations were 

Ui l-1 ful - They resulted fraa misunderstanding of or a failure to canply 
with regulations,- Appropriate corrective action has been taken. Ois- 
cipfinary action wes taksn where warranted. - 

in coordination with ihe staff of the Office of Management and Budget, 
we have rtvised.DoD Direcrivt. 7200.1 whit!! prescribes the system of admin- 
istrative control of funds. TheDirective was issued an November 15, 
1978, after formal approval by the Office of Management and Budget. 

To comply with the provisions of Section 3679(i) (2)) Revised Statutes, 
copies of the reports are aiso being submitted to the President of the 
Senate and tu the Speaker of the house of Rtprcscn tat i ves . 

c 
Enclosures 



ENCLOSU!IE 

THE DPUTT SECRUARY OF D-SE 
WAsHMGTa+i 0. c toy)1 

JAN li 1979 

iionorabl c Wal ter F. Honda1 e 
President of the Scnata 
W*shirsQton, 0,. C- ZOST 0 

ear nr, Presidcnt- 

In c&p1 iancsuith the provisions of Section 3679(i) (21, Revised 
S&tutes, there are subml tted herewith five reports of violations of 
the Anti-Uefiu’cncyAct (Section 3679, Revised Statutes), and of Depart- 
ment of Dcfenst 0 i rtctive 72OU. I, “Administrative Control o? Appropria- 
ti’onr.” One violation occurred in the A&, &o in the Navy, OrwE in 
the Air Force, and one in tha Da0 Washington Headquarters Serfi=- 

rn reuiawing- thereparts, one case (Navy Na, 76-l) appeared to 
havs been caused by wll lful irtionr- The asc was referred to the 
United 5 tams Attorney for? Nlvadr,. Howevar, prorccut ion was. decl i ned 
Imthr other faurr asts, no evrdencawas found that the violations were 

WCllfUl, TTI~. resui ted fran a misunderstanding of or a fai 1 ura to canpry 
with regulationsc .Approprlatt corrective l ctfon has been taken. Dir- 
cipl inaryrction was taken where warrants&. 

’ In coordination with tha staff of th& Office of flanaganant and Budget, 
wahave revisedDo Directive 7200-I which prescribes the system of admin- 
istrative control of funds. The 0 i rect ive was issued on November 15, 
1978, after formal approv& by the Offlcc of Hanagunent and 8udget. 

TU comply with the provisions of Sactlon 3679(i)(Z), Revised Statutes, 
copies of the reports are al so being submi ttsd to the Pres ident of the. 
United States and to the S.pcaker of the House of Representatives. 

I 
Sincerely, 

- . 
. 

Enclosures 
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ENCLOSURE 
ENCLOSURE 

THE DEQUTV SKRETARY OF DEFENSE 
w*wNoToM. D. c. zo301 

JAN 13 1979 

Honorable Thunas P. O’Nci 1 J 
Speaker of the house of 

Representatives 
Washington, D. C, 20510 

Dear Hr. Speaker: 

Jn canpJ ianca with the provisions of Section 3679(i) (21, Revised 
Statiltes, thare are submitted herewith five. reports Of ViOJatiOnS of 
the Antl-Oeficiency Act (Section 3679, Revised Statutes), a’nd of Depart- 
ment of Defense 0 i rect Iva 7200.1, “Administrative Control of Appropria- 
tions.” One violation occurred irr the Army, two in the Navy, one in 
the Ai r Force, and one in the 000 Washington Headquarters Services. 

In reviewing the reports. one case (Navy No, 76-l) appeared to , 
have been caused by willful actions. The case was referred to the 
United States Attorney for Nevada. However, prosecution was decJ Jned, 
In the other four cases, no cvldenca was found that the violations wet-a 

willful. They resulted from a misunderstanding of or a failure to comply 
with regulations. Appropriate corrective action has been taken. OTr- 
ciplinary action was taken where warranted. - 

In coordination with the staff of the Office of flanaganent and Budget, 
we have revised DOD Directive 7200.1 which prescribes the system of admin- 
istrative control of funds. The Directive was issued on November 15, 
1878, after formal approval by the Office of Management and Budget. 

TO canply with the provisions of Section 3678(i)(2), Revised Statutes, 
copies of the reports are also being submitted to the President of the 
United States and to the President of the Senate. 

Enclosures 



SUHMAKY OF VTOLATIONS 

I This submission (No- 72) forvaids five reports of violations-of the 
&tf-D&iciency Act (Section3679, BevFsed Statutes 31.U..S.C- 66J)- 
Oa~~Vldatio~occau~ed.kzthabrmp, tvofntheNavy, oneththtAir 
Force,. aud ont.lr the DOD Washington Headquarters Serrricesw &i 
Wtberaport~,onecue WwyNo. 76-l) appeared to hove been 
caused ~mUl.ful. act&m cmbvaareferrect-to the Office: of the U.S. 
Attoruey foY?Keppdd Ecwevcrp the US, Attorney dccIl.ned to prosecute-' 
To: the ot&erfourclrrcs,~evidencekursfotmcichat the vtolatiouswere- 
dU?uI. 'T~&tieskred~e resulrof.mfsuuderstandiag regulationa and 
two cams rem2.Ltedfrum.a Wure to .confonu tu regdatory requirclnents- 
MSC%~~LXLWJ rcdo~~.vas taken, where appropriate, and nu further actions 
me reconandtd. adequate cortectivcacdombaxc beemtaknnto prevent 
parmsuce- 

&my Pfolatf& No.‘ S&76; ($607,89) March -19,. ;976) 

:Thrccsepzcstejob~ o&dtcs,uu~isaue&fotFnddea~ Wprmanurts to 
fmLlp housingquarters Ko;6; at.Fort Gordon, Gaorgib rJhen the three 
jobs vere=caapIetcd itrues P~thhrmtaL costs of $607.89 exceeded thr 
SJ001pddmtaL~~~tUlniratforrpetkrdi3Tidudd~~grmitFna 
fiscspp year-, EEC, E.,,.L, Puadren,~Deputy Director; Directorate of Pa&- 
tfneEugfudg;E R&P. U&h. w, Englncer BescmrccolpugaPant 
DfvMpn;catPs ~Sirporr, Acting ChfLf,Hnuain&Ditifon.and W. P- tc 
Gallagher; CWef, EamlIy Housing Branch, Housing Divisioeuerccheld raspon- 
s;Lbtifor. faAIing taobservc the adzdnfstrative cmtroL procedures required 

-by appucabh teguloriorrs Neruro, Fondren, Walsh and Gallagher were 
orally rcprfrPandad. CoL Siproa ues oralLy admonished. .- 

Navy Violation No. 76-I: ($U&.L.3LJ) (June 3Cl.974) 

The NevaLAlrStxtiau,FaUou,Nwada, recordedobllgationa agaiwt 
m 1972, I.973 and. I.976 funds rftct tbrclosr of the fiscal pear. After 
the corrective acdonn were taknu, the FY 1974 allomeut undar O&N 
MS revealed to ha-m born overobligstrd $Ll.317.30. Capt. Wendell B- 
Mmde, USN (Retired) (deceaaed), the then C tmmandbg Officer, and 
LCDK Nomen D. Bugp, SC, USN (&tired), then Supply Officer/Comptroller, 
NAS, Pd..loo were held reapousible. The v-iolatiou appeared to be the 
result of delAb*rate actloo, to prevent raversiou of prior peu funds- 
The death of Capt. kancie renders the iseue l gtit -moot and uo 
further action is racgukad. The cane ~8s referred to the U-S, Attorney 
for Nevada. Hovever, the U.S. attorney daclfnidto prusecute. The file 
vls fomardad to th~R&lic Integrity Section, Crlatiml. L.aw DlPision, 
Department of Justice. Based on the advice of the Department of Justice 
and after consideration of the c omaents of Capt. Muncie, LCDR Bugg, their 
counscI, and the investigation officer, tt was decided that a nonpunitive 
letter of caution should be issued LCDB Bugs, 
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h;tr Force Vlol.aticn No. n-2: ($4,201,143.96) (March 31, 19771 

Tha~o~~nforcheO~porriooof tiFEL977 Fdy HouSipgmg* 
mtnt Account.issutd to the Us Force imposed a quarterly '?kLnt~ce' 
EI.aQf,t* Of theaumunt cmaalacf.v3ya~aUableonLy formiatenanca tiuu 
M8rck31, UT7, s3J19.18288 was ob.Ugnttd a.nd.anadditfohsL $681,97l..O8 
v8m cnnmirtt&frrrothu pnrpotes,.. Hr~.SobnP, Hunt, Budget Analyst, EQ 
DShFf~wtPb.p~to~w.aFtbar.~tobllg~~wmmit- 
amCa arW ahtrin addiUmd.~,frmdfng.ntha* frcm.OSD.-. He slid he 
bdllaocd-amwfnrpoe&onlr..onommal.-totals. ~.r.Elrmt-teccivtb 
;m otd-tdmnm vhkLva2 ma& amatter of vrltttn recur& Fehfs 
Sup~odr EtaEd of FaLp.loyea, 

Thaxam,r~ocu+iagsaphiu-of&cl (XOul. lssaed 2 r&dnusabIe order ou 
Septembu= 5, I325, w the NuiauaI Aaronantics and Space ACblbiS~~tlOU 
.~t~uec~rbofldfngrtBaySt,Loufs, tisissfppi. costing - 
S;m~a6,78, ‘.meOrbrru chuged trr as;rr,spn 1976/T OP f&a os.mwtion 

.th2tftutsnak qomtnactfon sincethe Navy did nat own the spacer nof 
wolLth~owmthe.huildfngvhuxaft was completed- This vu an UmntCQIJS 
asamlpua%...meordtr Bcadml. the $n,ooa Yxmft on d.nn= cons=rion 
tb2t cinlld bexhuged tci’Oii&N,--..EaMd ou mut advtc2 froze the Navy 

.. .ocuuOgnp~ offf!Gs the srwlr 8cumt vts Leg& the rJLrector* Navpr 
Okazagmphjy ai& ~~tmrrdogs; tikrforu~ Sp~~%chnufogy Labotlrory. issued 
o~-tq$mhurs&X.t -to NASA on Pebnurp25,.-1977, W- erect a hrrilding 

.c~attng $272,82XOO;a+ Bq St. Laais, Missitsfppf~ This ordervu charged. 
tu OAM,f Fe ,un,. Hur &bd.td J, E; Snydu,Jr.. USN (Ret.) the 
Owgrephu of the Navy, vas ewarded a nonpun.I.tive letter of censure for 
b-d-tfa m frmds providedvera properly mtered. . 
(&t J- E. Ayru, the coopmdu,NOO;Mr. J. W. Reshev, Belocatiou 
Coordinator, NW; Mr, David. F~~LeRochalla, Acting Budget Officer, X00; 
Hr- U- Me 'lXbert,kring-DLmctor, Finance Office, X00; anblft, B. E. 
Strrwrr,DFrscwr, Finencr Office, NOO, received nonpunitive oral admon- 
L~gnbfns~Uo~forpropcrfnndtnP.proccdures. Capt, Conley R. 
bd, Director, Navel Ocuopgraphp and Metromlogg, ves not dfsdplined aa 
~~Utbutvarrbased ouNOOfaadvicctnd.assurance regarding the 
propriety of the 
procedtuu. - 

MfQDca-Nowever, he was informed of proper Ming 
. .-_ '. 

DaD/UES VlaIatiou No. 78-i: ($X&51) (June 30, 1976) 
1 ($37,858.42) (Srpterbcr 30, 1976) 

~Budgarenti~FksnccDtiecwrate, POD UubingwnHeedquiartcrr Serdcts 
(Mi8),rsc4~Ivtsacco~s~port fromtheU.S,ArmyHilltary Dfstzict 
ofWuhingtou (rmu)~ Bovever, WHS failedto providemwvith lnform~Lon 
00 fund avaAl.ebiJAtp so reports received vere mutly accmdarioes of 
dUguims and. upenditurts. ldminftrative controlvas retained by WHS. 
ztrrauctions affecting tht Court of Hl..litaryA~peals vtre not carefully 
moaitored by UES enct carte&r obldgathg documents were not forwasded to MDU 
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for accounting purposes. & a restit, the Fp 1976 apd 1976/T CO-t Of 
IWAtery Appeels appropriations were overobligated and ovetuEpe=ded. 
I&. Carl 53. FFsher, Dtiector, Budget and Finance, %s, and 
bfr- Jack Arzootnan&m, Ac.tLng msf, Finance and Accounts QitiSiop. 
Directorate of Budget and Pm, WS, received.oral reQ*e. 




